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California's State Board, 
PSROs weigh means to check 
on physician competency 
SAN FRANCISCO, CALIF.—Hints of the 
possible shape o f an agreement, or at l e a s t 
cooperation, between C a l i f o r n i a ' s PSROs and 
i t s newly beefed-up State Board of Medical 
Q u a l i t y Assurance emerged from a hearing 
held here Feb. 3 . 
The session was c a l l e d by the s t a t e 
board, which must r e p o r t t o the st a t e l e g i s -
l a t u r e and Gov. Edmund G. Brown, J r . , by 
Ju l y 1 on possible ways t o use data gathered 
by PSROs t o keep a more v i g i l a n t watch f o r 
incompetent doctors. (See PSRO Update, 
Jan. 1 9 7 7 . ) 
Eugene C. Feldman, M.D., who chaired 
the hearing, said a f t e r the meeting h i s 
impression was t h a t l o c a l h o s p i t a l s served 
by PSROs may be the most l i k e l y conduits f o r 
inf o r m a t i o n on i n d i v i d u a l physician p e r f o r -
mance. "But," he sai d , "the l e g a l i t y of 
t h i s i s not e n t i r e l y c l e a r . " 
REGS BLOCK INFORMATION 
The main stumbling block t o sharing 
i n f o r m a t i o n , witnesses said, i s current 
f e d e r a l r e g u l a t i o n s t h a t p r o h i b i t PSROs 
from p u b l i s h i n g or c i r c u l a t i n g performance 
p r o f i l e s i d e n t i f i a b l e w i t h s p e c i f i c p h y s i -
cians . 
Vona Poole, p u b l i c h e a l t h adviser f o r 
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Long-awaited proposed rules 
on hospital review clarify, 
pull together federal policies 
The appearance o f proposed r u l e s gov-
erning PSRO h o s p i t a l review i n the Jan. 25 
Federal Register was a p u b l i s h i n g event long 
awaited i n PSRO c i r c l e s . 
The 15-page document c l a r i f i e s the 
review requirements, loosens up the review 
system and p r o j e c t s the government's expec-
t a t i o n t h a t the PSRO of the f u t u r e w i l l 
r e l y on medical-care e v a l u a t i o n studies i n -
stead of concurrent review t o check q u a l i t y . 
"REGS WE'VE NEEDED" 
The proposed r u l e s are "the regs we've 
needed f o r the l a s t several years," Michael 
J. Goran, M.D., t o l d the N a t i o n a l PSR Coun-
c i l Jan. 2h. Goran i s d i r e c t o r of the 
Bureau of Qua l i t y Assurance, the agency 
responsible f o r developing the PSRO pro-
gram. 
I n three subparts, d e t a i l i n g the hos-
p i t a l review system, the delegation of 
review, and the use and development of 
norms, standards and c r i t e r i a , the proposed 
regulations p u l l together the government's 
p o l i c i e s t h a t had been s c a t t e r e d i n the 
PSRO program manual, l e t t e r s o f t r a n s m i t t a l 
and t e c h n i c a l assistance documents. LHien 
published i n f i n a l form, the re g u l a t i o n s 
w i l l make those p o l i c i e s o f f i c i a l . 
PHILOSOPHY EXPLAINED 
Not only do the proposed r u l e s s p e l l 
®ut requirements, b u t , i n a type of pre-
amble f o r each subpart, they set out, i n 
s t r a i g h t f o r w a r d E n g l i s h , unburdened w i t h 
bureaucratese, the reasoning and the 
philosophy behind the government's a c t i o n . 
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PSRO matters i n DREW Region 9 , said not 
even summary s t a t i s t i c s gathered i n a hos-
p i t a l can he released i f an i n d i v i d u a l 
physician's performance can he gleaned from 
the data. 
But, witnesses pointed out, a PSRO 
w i l l d isclose t o a h o s p i t a l , on request, a l l 
the data i t c o l l e c t s from t h a t i n s t i t u t i o n . 
And, the C a l i f o r n i a Medical I n j u r y 
Compensation Reform Act o f 19T5 (which r e -
placed the former, and somewhat i n e f f e c t i v e 
State Board of Medical Examiners w i t h the 
new BMQA) s p e c i f i c a l l y orders h o s p i t a l s 
t o r e p o r t any physician whose s t a f f p r i v i l -
eges are denied or r e s t r i c t e d . 
I t i s expected t h a t PSRO rep o r t s w i l l 
count h e a v i l y i n h o s p i t a l hearings on 
s t a f f members' competency. 
Feldman said t h a t since the e x i s t i n g 
s t a t e law requires h o s p i t a l s t o re p o r t d i s -
c i p l i n a r y actions against doctors, the way 
seems cle a r f o r laws passed i n Sacramento t o 
re q u i r e h o s p i t a l s t o r e p o r t other data as 
w e l l . 
A task f o r c e appointed by the s t a t e 
medical board t o prepare i t s r e p o r t w i l l 
"undoubtedly" look c l o s e l y a t t h i s avenue 
of possible BMQA/PSRO cooperation Feldman 
said. 
CONTRACTS WITH INSURERS 
A second possible avenue was suggested 
by Kenneth Kressenberg, M.D., i n t e r i m c h a i r -
person of the State PSR Council. Already, 
several o f the PSROs have signed contracts 
w i t h p r i v a t e insurance companies, such as 
Blue Cross and Blue Shield, as w e l l as w i t h 
the s t a t e Medi-Cal (Medicaid agency el s e -
where), t o c o l l e c t review data f o r physician 
and community p r o f i l e s . 
"The s t a t e i s already set t o get the 
data," he said. " I t w i l l probably take con-
gressional a c t i o n t o enable Medi-Cal t o 
share i t w i t h the board, but i t i s halfway 
t h e r e . " 
Most o f the hearing witnesses, repre-
senting both PSROs and new governor-appoint-
ed r e g i o n a l medical q u a l i t y - r e v i e w commit-
tees (the s t a t e board's l o c a l branches), 
emphasized the d i f f i c u l t y o f f o r e c a s t i n g 
how cooperation can be achieved. 
Peter P. B u d e t t i , M.D., medical p r o j e c t 
d i r e c t o r f o r the PSRO/Health Systems 
Agencies p r o j e c t of the U n i v e r s i t y o f C a l i -
f o r n i a ' s Health P o l i c y Program, cautioned 
t h a t the evening's exercise was "one o f 
p r o j e c t i n g g e r i a t r i c r e l a t i o n s between 
programs t h a t are s t i l l i n the f e t a l s t a t e . " 
BOARD SEATS STILL OPEN 
At the time of the meeting, n e i t h e r 
the s t a t e PSRO network nor the s t a t e medical 
board w i t h i t s p r o j e c t e d 20 r e g i o n a l com-
mittees (RMQRCS) were beyond the f l e d g l i n g 
stage. Only l^iO o f the 190 p o s i t i o n s on 
the l o c a l boards had been f i l l e d , and only 
10 boards were able t o form quorums and do 
business. The Los Angeles County board, f o r 
instance, w i t h j u s t 20 members t o be watch-
dogs over f u l l y h a l f the state's Uli , 0 0 0 
l i c e n s e d M.D.s, i s at h a l f s t r e n g t h , yet i t 
r e p o r t e d l y already has eight cases o f 
alleged gross negligence t o hear. 
"We keep t e l l i n g the governor t o hurry 
up," Feldman said, "but h i s aides t e l l us 
there are more pressing matters t o attend 
t o . " Already, a year has passed since the 
appointment process began. 
The 28 PSROs scheduled f o r C a l i f o r n i a — 
more than any other s t a t e — a r e equally em-
bryonic. Eight have been given c o n d i t i o n a l 
designations, w i t h another 12 i n the planning 
stage, said Kressenberg. 
Aside from the u n c e r t a i n t y o f testimony 
about futinre PSRO/BMQA cooperation, the 
hearing i l l u s t r a t e d the b e w i l d e r i n g complex-
i t y of t r y i n g t o harmonize the work o f new 
agencies being created t o c o n t r o l h e a l t h -
care costs and q u a l i t y . 
Kressenberg noted t h a t somehow the 
h e a l t h systems agencies, the st a t e medical 
and h o s p i t a l associations, p r i v a t e i n s u r -
ance companies and county-level foundations 
f o r medical care w i l l probably a l l j o i n a 
BMQA/PSRO data system. 
A TOUGH DISTINCTION 
Witnesses also agonized over the d i s -
t i n c t i o n between gathering "audit standards" 
t h a t w i l l simply r a i s e a red f l a g over 
doctors whose p r a c t i c e s s t r a y from a s t a t i s -
t i c a l norm, and " p r a c t i c e standards," which 
w i l l be aimed more d i r e c t l y at measuring 
physician competence. 
Malcolm Watts, M.D., e d i t o r o f the 
Western Journal o f Medicine and an associate 
dean f o r continuing education at the Univer-
s i t y o f C a l i f o r n i a School of Medicine i n 
San Francisco, asked, "What i s meant by com-
petence? To standardize i t s measurement 
could destroy i t . " Nonetheless, Watts s a i d , 
h i s department has embarked on an e f f o r t t o 
study t h i s goal w i t h a number of UCSF pro-
fessors s u b j e c t i n g t h e i r p r a c t i c e s t o 
s c r u t i n y by t h e i r peers t o see i f a guage 
of competence can be found. 
The pressure under which the s t a t e 
board works was i l l u s t r a t e d by the comments 
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o f s t a t e assemblyman Terry Goggin, who 
helped prepare l e g i s l a t i o n t o form the 
BMQA i n the wake o f the 1975 malpractice 
" c r i s i s . " 
"Your charge i s t o aggressively iden-
t i f y those doctors who are on the f r i n g e s , " 
he said. " I f there i s anything you n eed— 
money, l e g i s l a t i o n — p l e a s e t e l l us." 
Long-awaited proposed rules 
on hospital review clarify, 
pull together federal policies 
(Continued from pg. l ) 
The review system comprises con-
current review, medical-care evaluation 
s t u d i e s , and analysis o f p r o f i l e s o f prac-
t i t i o n e r s , p a t i e n t s and providers. 
Herewith i s a sampling o f the r e q u i r e -
ments c l a r i f i e d by the proposed r u l e on 
h o s p i t a l review (subpart G ) : 
—Concurrent review, at f i r s t , w i l l 
be done r o u t i n e l y by using e x p l i c i t w r i t t e n 
c r i t e r i a . "Depending on i t s stage of devel-
opment," however, a PSRO may aut o m a t i c a l l y 
c e r t i f y c e r t a i n categories of admissions. 
Even beyond t h a t stage, i n a "more rare 
case," a PSRO may au t o m a t i c a l l y c e r t i f y a 
h o s p i t a l i z a t i o n and thereby obviate admis-
sion and continued-stay review. 
PATIENTS' INTERESTS PROTECTED 
— I n concurrent review, the PSRO i s 
encouraged t o c e r t i f y admission and con-
t i n u e d stay "where there i s reasonable 
doubt as t o the necessity of care,...In t h i s 
manner, the i n t e r e s t s of p a t i e n t s i n r e c e i v -
in g needed h e a l t h care services are p r o t e c t -
ed, and the judgment of the attending p h y s i -
cian or nonphysician h e a l t h care p r a c t i t i o n -
er w i t h a ttending p r i v i l e g e s i s f u l l y con-
sidered," 
—The important subject of focused r e -
view i s introduced by no t i n g : "On the 
basis of...adequate data, PSROs are encour-
aged t o focus concurrent review a c t i v i t i e s 
t o concentrate on problem areas. Such 
focusing on concurrent review, together w i t h 
monitoring of other areas, i s l i k e l y t o be 
the key t o PSRO e f f i c i e n c y and e f f e c t i v e -
ness , " 
THREE WORKING DAYS 
—Admission review should be completed 
as soon a f t e r a p a t i e n t enters a h o s p i t a l 
as p o s s i b l e , but may be done as long as 
three working days afterward. 
-'.-Preadmission review may be under-
taken "where the PSRO has a reasonable be-
l i e f t h a t u t i l i z a t i o n i s medically unneces-
sary or i n a p p r o p r i a t e . " Such review i s 
"intended t o assure t h a t p a t i e n t s are 
afforded the b e n e f i t s o f PSRO screening r e -
view, and where necessary, peer review, p r i o r 
t o undergoing e l e c t i v e surgery or other 
e l e c t i v e procedures w i t h the attendant r i s k s 
of anesthesia, i a t r o g e n i c i l l n e s s , and post-
s u r g i c a l complications." 
URGE PRACTITIONER INVOLVEMENT 
'—Medical care e v a l u a t i o n s t u d i e s , 
c a l l e d '^exceedingly important" t o the review 
system, should have as t h e i r p r i n c i p l e char-
a c t e r i s t i c , the assurance " t h a t those prac-
t i t i o n e r s whose d e l i v e r y of care i s t o be 
assessed are i n v o l v e d i n the design of the 
study and i n the development o f the c r i t e r i a 
and standards t o be used. This approach 
helps t o assure t h a t the r e s u l t s o f the study 
are more c r e d i b l e and aids i n assuring smooth 
implementation o f any necessary c o r r e c t i v e 
a c t i o n . " 
—"MCE studies c o n s t i t u t e the important 
f i r s t step" i n a l i n k w i t h c o n t i n u i n g medi-
c a l education. 
—The purpose of MCEs i s t o "evaluate 
current l o c a l c l i n i c a l or a d m i n i s t r a t i v e 
p r a c t i c e s , " recognizing t h a t they "do not 
c o n s t i t u t e c l i n i c a l research i n the usual 
i n v e s t i g a t i v e sense." 
TO DEFINE PROBLEM AREAS 
— P r o f i l e analyses of p h y s i c i a n s , pa-
t i e n t s and i n s t i t u t i o n s by the PSRO " w i l l 
serve t o continuously define problem areas, 
document q u a l i t y care, and serve as an 
o v e r a l l monitoring system o f PSRO review." 
—"The Secretary a c t i v e l y encourages 
PSROs t o submit review plans which propose 
innovative approaches t o meet the o b j e c t i v e s 
of concurrent review." These a l t e r n a t i v e 
plans should "be or have the p o t e n t i a l t o 
be equally or more e f f i c i e n t and e f f e c t i v e 
than the concurrent review procedures des-
crib e d i n t h i s r e g u l a t i o n . " 
DEFINE AUTHORITY 
The proposed r e g u l a t i o n s on h o s p i t a l 
review f o l l o w the p u b l i c a t i o n i n the 
Jan. 2h Federal Register of proposed reg-
u l a t i o n s t h a t set f o r t h the d e f i n i t i v e 
a u t h o r i t y of a PSRO t o review Medicare and 
Medicaid h o s p i t a l p a t i e n t s f o r q u a l i t y 
care. 
Both sets of proposed r u l e s allow a 
60-day comment p e r i o d . • 
Federal court finds proviso 
in N.Y. law on deferrable 
surgery to be unconstitutional 
NEW YORK, N.Y.—A p r o v i s i o n of a New 
York State Medicaid law (Chapter 76) t h a t had 
p r e c i p i t a t e d a b i t t e r debate between PSRO 
and s t a t e h e a l t h department o f f i c i a l s was 
r e j e c t e d as i m c o n s t i t u t i o n a l i n an impor-
t a n t decision on Jan. 18 by f e d e r a l Judge 
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George C. P r a t t . The r u l i n g focused on the 
s o - c a l l e d deferrable surgery p r o v i s i o n o f 
the l a v under which Medicaid coverage was 
being denied f o r c e r t a i n operations con-
sidered d e f e r r a b l e . 
I n h i s long-awaited d e c i s i o n , Judge 
P r a t t granted an a p p l i c a t i o n f o r a p r e l i m -
i n a r y i n j u n c t i o n sought by the Medical 
Society of the State o f New York against 
the state's Health and So c i a l Services 
departments. 
STATE TO APPEAL 
A f t e r several days o f studying the 
d e c i s i o n , s t a t e o f f i c i a l s revealed they 
w i l l appeal Judge P r a t t ' s decision. Mean-
w h i l e , attorneys f o r the medical s o c i e t y , 
together w i t h PSRO o f f i c i a l s , g enerally 
h a i l e d the decision. Attorneys f o r the 
society , i n a d d i t i o n t o contesting the 
appeal, are considering moving f o r a perma-
nent i n j u n c t i o n . 
Judge P r a t t wrote t h a t "under the 
S o c i a l Security Act, i f an e l i g i b l e person 
seeks an operation which i s medically i n d i -
cated and o r d i n a r i l y performed on other 
persons i n comparable medical circumstances, 
then t h a t person i s e n t i t l e d t o Medicaid 
coverage." (The "deferrable surgery'' pro-
v i s i o n had required two physicians' w r i t t e n 
opinions t h a t d e f e r r a l of the s u r g i c a l pro-
cedures f o r s i x months or more could 
"jeopardize l i f e or e s s e n t i a l f u n c t i o n , or 
cause severe pain.") 
I n i t s a p p l i c a t i o n t o the c o u r t , the 
soc i e t y had also sought t o e n j o i n two other 
sections of Chapter T6 o f the s t a t e law, 
one a 20-day h o s p i t a l l e n g t h - o f - s t a y l i m i t a -
t i o n ( s e c t i o n h), and the other, a one-day 
preoperative h o s p i t a l stay l i m i t a t i o n (a 
par t o f sec t i o n 3 ) . Judge P r a t t denied t h i s 
p a r t o f the a p p l i c a t i o n because he f e l t 
t h a t the medical s o c i e t y had not c l e a r l y 
demonstrated "possible i r r e p a r a b l e i n j u r y " 
stemming from continued enforcement of the 
two p r o v i s i o n s . 
Judge P r a t t pointed out t h a t the s t a t e 
law, i n excluding such defe r r a b l e operations, 
was i n c o n f l i c t w i t h the f e d e r a l S o c i a l 
S e c u r i t y Act. I n one p a r t o f h i s d e c i s i o n , 
he quoted from a l e t t e r sent by DHEW t o 
Gov. Hugh Carey o f New York the day before 
Carey signed the b i l l (March l 6 , , 1976) i n -
c o r p o r a t i n g the new p r o v i s i o n s . The l e t t e r 
s a i d i n p a r t , "Section 3 of the law, amend-
ing 365-a of the Social Services Law would 
s i g n i f i c a n t l y l i m i t s u r g i c a l b e n e f i t s r e -
imbursed under Medicaid. The s u r g i c a l 
procedures so l i m i t e d are provided as ' i n -
p a t i e n t h o s p i t a l services' or 'physicians' 
services' which are both mandatory services 
under a s t a t e Medicaid program." 
Judge P r a t t noted; "...under the 
Social Security Act, i f an e l i g i b l e person 
seeks an operation which i s medically i n d i -
cated and o r d i n a r i l y performed on other 
persons i n comparable medical circumstances, 
then t h a t person i s e n t i t l e d t o Medicaid 
coverage. The Act does not authorize the 
s t a t e t o c o n d i t i o n e l i g i b i l i t y upon a 
f u r t h e r t e s t o f d e f e r r a b i l i t y . " 
A s p e c i f i c case c i t e d by attorneys f o r 
the medical society i n t h i s regard described 
a woman p a t i e n t , q u a l i f i e d t o be aided under 
the Medicaid program, who su f f e r e d from ab-
normal menstrual bleeding. Her physician 
had recommended a d i l a t a t i o n and curettage, 
but under the state's new law, t h i s would 
have f a l l e n i n t o the deferrable category, 
since the c o n d i t i o n was not regarded as 
l i f e - t h r e a t e n i n g or severely p a i n f u l . 
Here Judge P r a t t r u l e d t h a t the f e d e r a l 
s t a t u t e s p e c i f i e s "physician's services" i n 
such a case, and concluded t h a t the s t a t e 
law " v i o l a t e s the S o c i a l Security Act by 
denying Medicaid coverage f o r d i l a t a t i o n 
and curettage procedures t o e l i g i b l e i n d i -
v i d u a l s w i t h medical conditions l i k e t h a t 
o f p l a i n t i f f Doe." 
THE BACKGROUND 
The struggle between the PSROs and the 
s t a t e began l a s t year when New York's s t a t e 
l e g i s l a t u r e passed a reform b i l l aimed at 
reducing Medicaid b i l l s . From the time Gov. 
Hugh Carey signed the b i l l March I 6 , Chapter 
76 dominated the Medicaid and PSRO scene. 
Under provisions o f the b i l l , o n - s i t e 
s u r v e i l l a n c e of h o s p i t a l s caring f o r Medi-
caid p a t i e n t s was ordered, w i t h the s t a t e 
Health Department authorized t o send nurse-
physician teams i n t o h o s p i t a l s w i t h more 
than 2 , 0 0 0 Medicaid p a t i e n t discharges 
annually. An ap p r o p r i a t i o n of $2 m i l l i o n 
was provided f o r t h i s purpose. 
Even before the b i l l was passed, the 
New York PSROs had voiced sharp o b j e c t i o n . 
D i r e c t i n g t h e i r f i r e at the p r o v i s i o n t h a t 
sent s t a t e teams i n t o the h o s p i t a l s t o mon-
i t o r u t i l i z a t i o n - r e v i e w committees, the 
PSROs charged t h a t the s t a t e would only be 
d u p l i c a t i n g the tasks provided f o r the PSROs. 
Numerous conferences were held between 
the s t a t e and the PSROs, but the disagree-
ment d i d not fade. Roger Herdman, M.D., dep-
ut y h e a l t h commissioner, argued t h a t "we w i l l 
attempt t o have the PSROs do those p a r t s o f 
the program which they are uniquely s u i t e d 
t o do i n a cooperative venture w i t h us. I n 
the meantime, they w i l l continue t o do t h e i r 
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own t h i n g under the f e d e r a l g u i d e l i n e s , and 
there i s no attempt, on the state's p a r t , t o 
manipulate t h a t or change the s i t u a t i o n at 
a l l . " 
SUIT IS FILED 
And so the b a t t l e continued, w i t h the 
New York State Medical Society f i l i n g s u i t 
l a s t summer i n f e d e r a l court t o e n j o i n the 
s t a t e from implementing the s u r g i c a l features 
of the new law. 
Meanwhile, s t a t e Health Department on-
s i t e review teams have examined records o f 
more than 1 1 , 0 0 0 p a t i e n t s i n 65 h o s p i t a l s , 
and denied Medicaid reimbursement i n UOl 
cases. The department reported such abuses 
as prolonged stays, admissions of p a t i e n t s 
not i n need o f h o s p i t a l i z a t i o n , and weekend 
leaves o f p a t i e n t s , w i t h charges f o r the beds 
continuing. • 
Reactions to court ruling 
on N.Y. Medicaid proviso 
Charles S i f t o n o f the f i r m of LeBoeuf, 
Lamb, Leiby and MacRae, which represented 
the medical society i n the New York Medi-
caid case, welcomed Judge George C. P r a t t ' s 
r u l i n g . He t o l d PSRO Update t h a t the f a c t 
t h a t Judge P r a t t turned down the other two 
points "didn't h u r t very much," because, 
a f t e r the s u i t was f i l e d , the s t a t e issued 
a new set o f h e a l t h department r e g u l a t i o n s 
which "considerably m i t i g a t e d the e f f e c t of 
t h i s bad law." 
Ralph McMurry, the a s s i s t a n t attorney 
general who argued the case f o r the s t a t e , 
declined t o comment on Judge P r a t t ' s 
decision. He i n d i c a t e d t h a t the appeal 
would be f i l e d w i t h the Second C i r c u i t Court 
of Appeals soon. 
$5-MTLLI0N COST PREDICTED 
Roger Herdman, M.D., deputy h e a l t h 
commissioner, t o l d PSRO Update: " I t h i n k i t 
can be shown t h a t the st a t e d i d not i n t e n d 
t o deny necessary a i d t o Medicaid p a t i e n t s . 
I t ' s unfortunate t h a t the judge has appar-
e n t l y come t o t h a t conclusion." He added 
t h a t h i s o n - s i t e teams i n the h o s p i t a l s 
monitoring u t i l i z a t i o n " w i l l not be s i g n i f -
i c a n t l y i n t e r r u p t e d by t h i s r u l i n g . " How-
ever, he sa i d , "there w i l l be a change i n 
our f i n a n c i a l p i c t u r e . F i n a n c i a l l y — a n d 
t h i s i s a very p r e l i m i n a r y f i g u r e — t h i s 
r u l i n g w i l l cost the s t a t e an a d d i t i o n a l 
$5 m i l l i o n annually." 
PSRO o f f i c i a l s g e n e r a l l y were pleased 
by the decision. Harry Feder, executive 
d i r e c t o r of the Bronx PSRO, emphasized t h a t 
the r u l i n g s t a t e d c l e a r l y the supremacy o f 
the f e d e r a l government against s t a t e 
s t a t u t e s , and t h e r e f o r e "gave something t o 
the PSRO, which i s f e d e r a l l y mandated. We 
are very happy w i t h the decision and we 
hope the s t a t e people w i l l begin working 
w i t h us." 
John Podesta, executive d i r e c t o r of 
the Kings County Health Care Review Organi-
z a t i o n , s a i d , "This i s a decision we've 
been w a i t i n g f o r , f o r a long time." He 
f e l t t h a t i t was a development t h a t would 
help t o el i m i n a t e some o f the c o n f l i c t the 
PSROs had had w i t h the s t a t e . • 
Presidential intervention 
helps to produce slight 
PSRO budget increase 
WASHINGTON, D.C.—PSROs far e d r e l a -
t i v e l y w e l l under the Ford A d m i n i s t r a t i o n ' s 
proposed f i s c a l 19T8 b u d g e t — f o r the second 
consecutive y e a r — b u t t h i s time i t took 
p r e s i d e n t i a l i n t e r v e n t i o n t o b r i n g about 
a s l i g h t budget increase r a i s i n g the f i g u r e 
t o $73 m i l l i o n . Other major h e a l t h pro-
grams di d n ' t do as w e l l : many were s l a t e d 
f o r c o n s o l i d a t i o n under a proposed block 
grant t h a t Congress ignored l a s t year and 
li k e w i s e w i l l ignore t h i s year. 
APPEAL TO FORD 
Acting on an eleventh-hour personal 
appeal from departing DHEW a s s i s t a n t secre-
t a r y f o r h e a l t h Theodore Cooper, M.D., 
President Ford d i r e c t e d a change upward i n 
the PSRO budget, according t o knowledgeable 
DHEW sources. "We got some r e l i e f based 
on t h a t appeal," said Cooper spokesman John 
Blamphin. Ford sought $62 m i l l i o n f o r 
PSROs f o r f i s c a l 1 9 7 7 , the cu r r e n t book-
keeping year, and $73 m i l l i o n i n h i s lame-
duck budget. President Carter's adminis-
t r a t i o n i s u n l i k e l y t o challenge the modest 
1978 increase f o r PSROs during the time i t 
has the o p p o r t u n i t y t o a l t e r the Ford budget 
proposal. The deadline f o r any such changes 
i s Feb. 1 5 . 
An a d d i t i o n a l $k6 m i l l i o n also w i l l be 
av a i l a b l e t o PSROs i n f i s c a l 1 9 7 8 , which 
begins Oct. 1 , according t o Ford's budget. 
This i s money t h a t w i l l be o b l i g a t e d from 
Medicare t o pay f o r the a c t u a l cost of 
h o s p i t a l review. The 1977 estimate f o r 
money a v a i l a b l e through Medicare was $27 
m i l l i o n . 
At the Jan. 2k National PSR Council 
meeting, BQA D i r e c t o r Goran reported 
t h a t , a c t u a l l y , PSRO program a c t i v i t i e s 
stand t o receive n e a r l y $150 m i l l i o n 
from the proposed I 9 7 8 budget when three 
relevant sections are combined. 
He said t h a t , i n a d d i t i o n t o the 
$73 m i l l i o n l i n e - i t e m PSRO budget and the 
$h6 m i l l i o n budget f o r Medicare review. 
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there i s about $29 m i l l i o n s l a t e d f o r 
Medicaid review i n the block-grant budget. 
INCREASED REVIEW ACTIVITY 
The budget said 203 PSROs w i l l be 
reviewing 6.3 m i l l i o n subsidized h o s p i t a l 
admissions i n 1 9 7 8 , an increase from the 83 
organizations reviewing U.2 m i l l i o n admis-
sions t h i s year. I t said kO long-term care 
review p r o j e c t s w i l l become o p e r a t i o n a l , 
reviewing the q u a l i t y of p a t i e n t care i n 
nursing homes, and t h a t ambulatory-care r e -
view w i l l be undertaken on a demonstration 
basis by 10 PSROs. 
"Based on past experience w i t h PSRO-
type review organizations i t i s believed 
t h a t nationwide PSRO h o s p i t a l reviews w i l l 
continue t o r e s u l t i n d o l l a r savings from 
reduced u t i l i z a t i o n , " said the DHEW budget 
an a l y s i s . "Although extensive data i s not 
a v a i l a b l e at t h i s time t o make a precise 
estimate of the amount o f these savings, 
a l l r e l e v a n t studies continue t o demonstrate 
a p o s i t i v e cost b e n e f i t , " the analysis says. 
Cost-effectiveness f o r PSROs has been 
p r e t t y much the p a r t y l i n e f o r Ford admin-
i s t r a t i o n h e a l t h o f f i c i a l s , who were t a k i n g 
t h e i r cues from the White House O f f i c e o f 
Management and Budget. 0MB i s anxious f o r 
PSROs t o show cost-effectiveness t o j u s t i f y 
continued f e d e r a l support. DHEW's James 
F. Dickson I I I , M.D., took the same tack at 
a departmental budget b r i e f i n g u n t i l he was 
questioned by re p o r t e r s on the issue. I n a 
prepared statement, Dickson, deputy a s s i s -
t a n t secretary f o r h e a l t h , said: "We 
bel i e v e t h a t nationwide PSRO review w i l l 
continue t o r e s u l t i n d o l l a r savings from 
reduced h o s p i t a l u t i l i z a t i o n . " P r i v a t e l y , 
some DHEW o f f i c i a l s say t h a t may never be 
demonstrable, or at l e a s t won't be demon-
s t r a b l e f o r very long. 
QUALITY FIRST? 
Dickson said he had meant h i s s t a t e -
ment t o say t h a t the a d m i n i s t r a t i o n ' s 
primary concern f o r PSRO i s q u a l i t y , w i t h 
co s t - e f f e c t i v e n e s s a second concern. But 
he i n s i s t e d t h a t PSROs "can be an important 
fo r c e w i t h regard t o ( h e a l t h ) costs." B 
Physicians in New Jersey 
vote to reject PSRO; effort 
under way to form new one 
For only the second time since the 
PSRO program began four years ago, p h y s i -
cians have voted t o r e j e c t the PSRO organi-
z a t i o n i n t h e i r area. Central New Jersey 
PSRO fo l l o w s San Mateo ( C a l i f . ) PSRO i n 
being voted down by a physician p o l l . How-
ever, u n l i k e San Mateo (see PSRO Update, 
September 1976 ) , the c e n t r a l New Jersey 
area may get another physician group t h i s 
year. 
Some physicians i n the s i x counties o f 
c e n t r a l New Jersey are working t o create a 
new o r g a n i z a t i o n . With help from the s t a t e 
support center, the group expects t o answer 
a DHEW s o l i c i t a t i o n f o r new planning PSROs 
i n the next three months, according t o 
Daniel O'Regan, M.D., medical d i r e c t o r o f 
the New Jersey Foundation f o r Health Care 
Evaluation. 
53 P.O. VOTE 'NO' 
The Central New Jersey PSRO was r e -
j e c t e d by 53 percent of the 1 ,59^ v a l i d 
votes. The December e l e c t i o n was c a l l e d 
because at l e a s t 10 percent of the e l i g i b l e 
physicians i n the PSRO area asked f o r a 
p o l l when DHEW announced i t s i n t e n t i o n t o 
designate Central New Jersey as a c o n d i t i o n -
a l PSRO. 
Reasons f o r the defeat of the two-year 
o l d planning PSRO include opposition from 
the American Association of Physicians and 
Surgeons and a diversionary atmosphere 
created by a concern about malpractice i n -
surance i n New Jersey, according t o O'Regan. 
"But, what concerns me most," he continued, 
" i s the s i g n i f i c a n t number of physicians who 
didn't even vote." Out of 2 , 9 9 9 physicians 
e l i g i b l e t o vote, only 1 ,655 cast b a l l o t s . 
Another force t h a t stood against the 
PSRO was the New Jersey Federation of Phy-
si c i a n s and D e n t i s t s . Federation President 
Anthony DiCroce, M.D., explains the group 
i s opposed t o the PSRO law i t s e l f . 
PSRO LAW CALLED WASTE 
That law, he says, appears t o o f f e r 
q u a l i t y c o n t r o l t o physicians, when a c t u a l -
l y " q u a l i t y c o n t r o l i s n ' t the prime p a r t 
of PSRO—it's cost containment. There are 
already enough q u a l i t y - c o n t r o l mechanisms 
i n existence. To add another one i s a waste 
of the taxpayers' money," DiCroce said. 
O'Regan says t h a t some physicians who 
voted were l e d by some opponents t o b e l i e v e 
t h a t they would be v o t i n g t o abolish the 
e n t i r e PSRO program across the n a t i o n . I n 
f a c t , the whole program was not at stake. 
Judging from i n q u i r i e s t o the Bureau 
of Q u a l i t y Assurance, a number of physicians 
i n the area have been worried t h a t the 
defeat of the Central New Jersey PSRO w i l l 
open the door t o a nonphysician PSRO. Their 
fears may be somewhat a l l a y e d by the possib-
i l i t y t h a t a new group of physicians can 
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organize and receive funding f o r a planning 
PSRO i n the next couple of months. 
' 7 8 DEADLINE STANDS 
However, the Jan. I , 1978 deadline 
stands: a f t e r t h a t time the law allows the 
f e d e r a l government t o fund organizations 
of nonphysicians as PSROs. 
I n d i c a t i o n s t h a t BQA i s continuing t o 
prepare f o r t h a t e v e n t u a l i t y came r e c e n t l y 
from Michael J. Goran, M.D., BQA d i r e c t o r , 
who t o l d the Jan. 2k National PSR Council 
meeting t h a t the bureau a n t i c i p a t e d holding 
p u b l i c hearings i n March on " a l t e r n a t e 
PSROs" i n "areas where we have problems." 
Further, he sai d , BQA planned t o p u b l i s h 
a "notice of i n t e n t " i n February and a 
"notice o f proposed rulemaking" i n June. 
Some of the same physicians from the 
defunct PSRO are involved i n the new group, 
but not a l l , O'Regan points out, " A f t e r 
two years of work on the PSRO, some phy s i -
cians f e e l they've put i n enough time," he 
said . • 
Dental groups ask change 
in PSRO law to include 
dentists at all levels 
Spokesmen f o r the nation's two leading 
dental organizations urged the National PSR 
Council Jan. 2k t o seek changes i n the PSRO 
law t o allow d e n t i s t s t o be represented at 
a l l l e v e l s of the PSRO program — i n l o c a l 
o r g a n i z a t i o n s , on s t a t e councils and 
on the National Council. 
Joseph M. K e l l y , D.D.S., representing 
the American Dental A s s o c i a t i o n , asked the 
National Council t o "e l i m i n a t e the e x i s t i n g 
i n e q u i t y or d e f i c i e n c y " i n the law " t h a t , 
on the one hand, mandates the review of 
dental services, and on the other, has been 
i n t e r p r e t e d t o exclude d e n t i s t s from 
^he~p>rocess." 
He was j o i n e d i n the presentation by 
Terry Slaughter, D.D.S., pr e s i d e n t - e l e c t of 
the American Society of Oral Surgeons, who 
was asked by Council member Alan R. Nelson, 
M.D., whether most d e n t i s t s a c t u a l l y d i d 
want t o enter PSROs. Nelson s a i d , "I've 
found many d e n t i s t s a c t i v e l y opposed t o 
PSRO." Slaughter r e p l i e d , "We've found 
j u s t the o p p o s i t e — t h a t they want t o be i n -
volved." 
Members of the National PSR Coimcil 
appeared receptive t o examining f u r t h e r 
the question of b r i n g i n g d e n t i s t s i n t o 
PSROs and asked the Bureau o f Q u a l i t y 
Assurance s t a f f t o set out some options 
t o he examined at a f u t u r e Council meeting. 
One of the questions l e f t unanswered by the 
Council i s whether i n c l u d i n g d e n t i s t s 
means t h a t other nonphysician h e a l t h pro-
f e s s i o n a l s w i l l have t o be admitted i n t o 
PSROs.B 
How practical is government's 
stress on outcome measurement 
in HMO quality assurance? 
(Continued from pg. 8 ) 
C l e a r l y , experimentation i n q u a l i t y -
assurance programs needs t o be encouraged 
r a t h e r than discouraged. There are no 
d e f i n i t i v e approaches t o quality-assurance 
— m e t h o d o l o g i e s . With the perspective o f one 
who has been involved i n one o f the country's 
l a r g e s t and oldest prepaid group p r a c t i c e s , 
John S m i l l i e , M.D., of the Permanente Medical 
Group, has w r i t t e n , "There i s no method o f 
measurement o f q u a l i t y which i s o b j e c t i v e , 
q u a n t i f i a b l e , adequate i n scope, and u n i v e r -
s a l l y acceptable." • 
John Friedland, M.R.P. 
Kenneth J. Linde, M.P.H. 
N.Y. Medicaid review issue 
to be aired at meeting of 
medical care coordinators 
Roger Herdman, M.D,, deputy commission-
er o f the New York State Department o f 
Health, w i l l be one of the featured speakers 
at the annual meeting of the National Assoc-
i a t i o n o f the Medical Care Coordinators t o 
be held i n S p r i n g f i e l d , Mass. 
Herdman w i l l present the state's view-
p o i n t on the New York Medicaid review con-
t r o v e r s y , w h i l e Eugene O'Reilly, executive 
d i r e c t o r of the Nassau Physicians Review 
Organization, Garden C i t y , N.Y,, puts f o r t h 
the PSRO side o f the s t o r y . (.See Pg. k 
f o r an a r t i c l e on the New York s i t u a t i o n . ) 
The annual meeting w i l l hear an opening 
address by Paul D. Mendelsohn, a s s i s t a n t 
t o the d i r e c t o r of the Bureau o f Qu a l i t y As-
siorance, on what the f e d e r a l government w i l l 
do w i t h data c o l l e c t e d by h o s p i t a l s . 
Workshops on the t o p i c s of Profession-
a l A c t i v i t y Study data and PSRO, p a t i e n t 
r i g h t s and u t i l i z a t i o n review, and p r o f e s -
s i o n a l e t h i c s are planned . Program a t t e n d -
ance at the S p r i n g f i e l d M a r r i o t t Hotel 
costs $^5 f o r members and $90 f o r nonmembers, 
and brings f o u r continuing-education u n i t s 
approved by the Boston-based National As-
so c i a t i o n o f Medical-Care Coordinators, • 
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COMMENTARY 
How practical is government's 
stress on outcome measurement 
in HMO quality assurance? 
The f e d e r a l government i s s t r o n g l y 
encouraging HMOs t o emphasize h e a l t h out-
comes as measurements i n s e t t i n g up q u a l i t y -
assurance programs. The f o l l o w i n g commen-
t a r y addresses the p r a c t i c a l i t y o f t h i s 
approach. Authors John Friedland and 
Kenneth J. Linde, though conceding the 
value of health-outcome measures, f e e l i t 
i s premature (considering the " s t a t e o f the 
a r t " ) t o r e l y on h e a l t h outcomes t o the ex-
cl u s i o n of h e a l t h processes. 
Friedland i s a research analyst and 
Linde i s a senior h e a l t h p o l i c y analyst 
w i t h the Boston U n i v e r s i t y Health P o l i c y 
I n s t i t u t e . Both have worked w i t h HMO 
development i n New Jersey. 
The f e d e r a l r e g u l a t i o n s t h a t govern 
q u a l i f i e d h e a l t h maintenance organizations 
c a l l f o r an HMO t o e s t a b l i s h a q u a l i t y - a s -
surance program (QAP) t h a t "stresses h e a l t h 
outcomes t o the extent consistent w i t h the 
st a t e of the a r t . " 
Most people don't q u a r r e l w i t h the 
concept t h a t , as an i d e a l , the q u a l i t y o f 
a service ( t h a t i s , i t s e f f e ctiveness and 
i t s w o r t h ) , can be judged by i t s outcome 
w i t h respect t o r e c i p i e n t s of the service. 
And, t h a t concept should hold t r u e f o r a 
health s e r v i c e . 
A VALID GOAL 
Given t h a t using h e a l t h outcomes t o 
measure q u a l i t y i s a v a l i d goal toward which 
health-care analysts should be working, i t 
i s understandable why the f e d e r a l govern-
ment should have encouraged the use o f 
hea l t h outcomes w i t h the HMO program. De-
s p i t e s u b s t a n t i a l o p p o s i t i o n , the government 
i s c o ntinuing t o spend l a r g e sums of money 
to encourage the development of HMOs as an 
a l t e r n a t i v e d e l i v e r y system. The government 
p o l i c y assumption i s t h a t t h i s program 
o f f e r s a promise o f p r o v i d i n g good h e a l t h 
services i n a more c o s t - e f f i c i e n t manner— 
and good h e a l t h services are best seen i n 
the h e a l t h outcomes o f the p a t i e n t s i n the 
system. 
However, the " s t a t e of the a r t " doesn't 
c u r r e n t l y enable HMOs t o stress h e a l t h out-
comes t o the exclusion of other considera-
t i o n s . I n f a c t , there are other f a c t o r s 
t h a t a balanced QAP should address. 
The defined populations o f HMOs put 
these organizations i n an i d e a l p o s i t i o n 
t o gather data f o r r a t e s t h a t express out-
comes such as m o r t a l i t y , m o r b i d i t y , h o s p i t a l 
u t i l i z a t i o n , complications and the incidence 
of preventable diseases. 
LIMITATIONS CITED 
Unf o r t u n a t e l y , there are l i m i t a t i o n s on 
our current c a p a b i l i t y t o use outcome 
measures. For example, many i l l n e s s e s are 
s e l f - l i m i t i n g , and the p a t i e n t recovers r e -
gardless o f s p e c i f i c treatment. Then, t o o , 
there are recognized (and unrecognized) non-
medical f a c t o r s t h a t impact on h e a l t h 
s t a t u s — h o u s i n g , a i r q u a l i t y and d i e t , f o r 
example. Also, conclusions based on assess-
ments of outcome ef f e c t i v e n e s s may vary 
depending on when the assessments are made. 
And, as a f i n a l example, accurate baseline 
rates ( f o r the e n r o l l e d p o p u l a t i o n p r i o r 
t o enrollment) and c o n t r o l group s t a t i s t i c s 
are f r e q u e n t l y not a v a i l a b l e t o HMOs. Be-
yond these r e s t r i c t i o n s on using outcomes, 
the enrollments i n many new HMOs may be too 
small t o permit s t a t i s t i c a l l y v a l i d con-
clusions . 
I n a d d i t i o n t o these and other l i m i t a -
t i o n s , there are reasons t h a t a QAP should 
take i n t o consideration other f a c t o r s besides 
outcome measures. An HMO having the capa-
b i l i t y t o provide e f f e c t i v e s e r v i c e s , but 
which doesn't make these services accessible 
t o enrollees needing them, would have a 
serious problem w i t h " q u a l i t y . " Also, 
because the cost o f premiums w i l l have a 
d i r e c t impact on the a b i l i t y o f people t o 
j o i n an HMO, cost e f f i c i e n c y must be con-
sidered t o f a l l under the r u b r i c of " q u a l i t y 
assurance." 
IMPROVEMENT MECHANISMS 
F i n a l l y , since a QAP should provide a 
mechanism by which t o improve, as w e l l as 
measure q u a l i t y , and since improvements 
must be d i r e c t e d at actions (processes) 
ra t h e r than e f f e c t s (outcomes), such a pro-
gram should also place major emphasis on 
determining the degree t o which the medical 
services provided by the HMO comply w i t h 
recognized standards. This evaluation o f 
process requires a f i r m commitment by the 
he a l t h p r o f e s s i o n a l s serving the HMO, since 
they w i l l have primary r e s p o n s i b i l i t y f o r 
e s t a b l i s h i n g the standards, judging the ac-
c e p t a b i l i t y o f v a r i a t i o n s and i n i t i a t i n g 
necessary c o r r e c t i v e actions. 
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